2021 COUNTY-LEVEL ECONOMIC FORECAST

San Luis Obispo County Economic Forecast

Forecast Summary

¢ On an annual average basis, 5,200 non-farm jobs will be restored
in San Luis Obispo County during 2021, representing almost half
of the jobs that were lost in 2020. A full labor market recovery is
expected by 2023 or 2024.

¢ Job creation will decelerate in 2025 and 2026, when the Diablo
Canyon Nuclear Power Plant is scheduled to be decommissioned.

¢ Employment gains in 2021 will be largest in leisure services, which
will recover 1,300 jobs. Another 1,100 jobs will be re-gained in
private education and healthcare.

¢ The full reopening of the San Luis Obispo tourism industry will
be a major factor in leisure and hospitality job creation. A larger
volume of travelers to Pismo Beach, Paso Robles, and the City of
San Luis Obispo will help to restore jobs at restaurants and hotels.

¢ The unemployment rate averaged 7.8 percent in 2020. It is forecast
to average 5.5 percent in 2021.

¢ The San Luis Obispo County population is expected to grow slowly
during most of the forecast period.

¢ Housing production is expected to accelerate over the next five
years with a focus on single-family homes. Home prices increased
by 6 percent in 2020. The median price is expected to increase
by 9 to 11 percent in 2021.

Job Growth

 Total employment in San Luis Obispo County will expand by 4.5

percent in 2021 on an annual average basis.
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e Between 2022 and 2026, job growth will average 1.2 percent
per year.

Construction Employment

e The Coronavirus Recession had very little impact on the
construction industry.

e The number of homes under construction in 2020 was virtually
identical to the number of homes under construction in 2019.

e The expected level of housing production and non-residential
construction activity will not require a large expansion of the

construction workforce.

¢ The construction workforce will be fully employed by 2022 or
2023, making it difficult for the industry to expand.
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Transportation, Warehousing, Utilities Employment
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Transportation, Warehousing, Utilities Employment

e Most jobs in this industry are in logistics, where firms deliver
goods to and from local businesses, and store these goods in
logistics facilities.

¢ A meaningful share of jobs are also in local delivery firms like
UPS and FedEx.

¢ Before the pandemic, approximately 300 jobs were at the San Luis
Obispo County Regional Airport. Air travel jobs were devastated
by the Coronavirus Recession, and a full recovery is not expected
until 2022 or later.

Retail Employment
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e Most utilities jobs are located at Diablo Canyon Nuclear Power
Plant, which is in between Avila Beach and Los Osos.

¢ Beginning in November 2024, Diablo Canyon Nuclear Power Plant
will be decommissioned, a process that will last up to 10 years.

¢ The immediate impact will be a loss of 1,200 to 1,500 jobs within
the utilities industry, with job losses concentrated in 2025 and
2026.

Retail Trade Employment

e The Coronavirus Recession had a major impact on the San Luis
Obispo County retail industry, which is heavily intertwined with
tourism activity.

Diablo Canyon Nuclear Power Plant
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Financial Activities Employment
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¢ Because travel and visitor activity was restricted for much of 2020,
and because stores were subjected to social distancing rules, local
retail establishments shed 1,200 jobs on an annual average basis.

o Retail employment will rebound sharply in 2021 as storefronts
open up to higher capacities. Over the long term, automation and
the transition to online shopping will put local brick-and-mortar
employment at risk of stagnation or contraction.

Financial Activities Employment

* The San Luis Obispo County financial activities sector is primarily
comprised of real estate agencies, insurance firms, and banks.

¢ Qver the forecast period, job growth will be observed in the real
estate management, leasing, and brokerage. Banks, mortgage
lenders, and insurance firms will create very few jobs between
2021 and 2026, and may lose jobs over the long term.

Professional and Business Services Employment

e The professional and business services industry has a diverse
array of subsectors, and each was affected differently during the
recession.

* Many professional and business service jobs were able to operate
from home, leading to very few job losses. This includes subsectors
like law, accounting, engineering, tech, and marketing.

¢ Losses were observed within subsectors where the work had to
be performed on site, like building maintenance and corporate
security. Losses were also prominent at temporary help agencies.

¢ Qver the forecast period, jobs will be restored as employees are
recalled to the office, and new jobs will be created in the business
consulting, IT consulting, and building maintenance subsectors.
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Information Employment

¢ In San Luis Obispo County, the information sector is dominated
by software firms, traditional print publishers, movie theaters, and
telecommunications companies like Comcast.

¢ Mindbody is the most prominent software publisher in San Luis
Obispo County. Mindbody laid off or furloughed a third of its
workforce in April 2020. It is expected that many of these jobs
will be restored in 2021.

¢ Movie theaters were closed for most of 2020. Jobs at movie
theaters will return slowly as social distancing requirements are
relaxed and as consumers readjust to a post-pandemic economy.

¢ Print media and telecommunications firms are not expected to
expand their employee headcounts during the forecast period.
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Education & Healthcare Employment\
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Private Education and Healthcare Employment

+ Job losses in healthcare were substantial in 2020, particularly at
hospitals and dentist offices.

« The largest healthcare establishments in the county are:
- Tenet Healthcare (1,300 employees)
- Compass Health (1,200 employees)
- French Hospital Medical Center (600 employees)
- Arroyo Grande Community Hospital (400 employees)
- Community Health Centers, Central Coast (400 employees)

« A meaningful number of jobs were lost at child daycare centers.
Jobs at daycare centers are expected to be restored in the second
half of 2021 and into 2022.

+ A small number of jobs were lost at private schools, colleges, and
tutoring centers.

« A full recovery is expected by 2022, and over the long term, the
private education and healthcare sector will be among the leading
industries for job creation in San Luis Obispo County.
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Leisure and Hospitality Employment

« Gyms, hotels, restaurants, bars, catering firms, and other leisure/
hospitality organizations were impacted by restricted business
conditions more than any other type of company. More than 4,600
jobs were lost in 2020, a decline of 23 percent.

+ 1,400 jobs are expected to be restored in 2021, with most of these
jobs being created in the second half of the year. A full recovery
is forecast for 2024.

« The hotel occupancy rate began to approach pre-pandemic levels
even before the June 15th reopening of the California economy,
They returned to normal during the summer travel season.

« A large amount of hotel construction has been observed in the
county. There are now almost 10,000 hotel rooms, which should
allow for a meaningful expansion of the tourism industry over the
short-term and long-term forecast horizons.
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Government Employment
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Government Employment

- State and local government agencies lost 1,200 jobs during 2020.
Approximately 800 of these losses were at local schools and 300
were at state-level institutions (Cal Poly and Cuesta College).

« Prior to the pandemic, state-level colleges increased their
employee headcounts fairly quickly, adding 1,500 new positions
between 2010 and 2019.

+ Over the same interval, Cal Poly enroliment increased by almost
4,000 students, rising to 22,400 students by fall 2021.

« Employment will begin to recover in 2021 as municipal agencies
receive stimulus funding from the federal government and schools

reopen for in-person instruction.
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Population Growth

¢ The San Luis Obispo County population is expected to expand more
slowly than the Central Coast average between 2021 and 2026.

¢ Net migration is expected to account for all population growth in
San Luis Obispo County.

¢ Because the County has a high share of older residents, deaths
will outnumber births during the 2021-2026 forecast period. In-
migrants will offset this decline, allowing the overall population to
expand slowly, rising at an average rate of 0.1 percent per year.

e By 2025 the San Luis Obispo County population will approach

275,000 residents.
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Unemployment and Inflation Rates

¢ The unemployment rate in San Luis Obispo County averaged 7.8
percent in 2020.

¢ The unemployment rate in San Luis Obispo County is always lower
than the Central Coast average because San Luis Obispo County
has a larger share of workers with college degrees.

¢ An unemployment rate below 4.0 percent signifies a fully employed
workforce in San Luis Obispo County.

e The unemployment rate is expected to average 5.5 percent in
2021 and 3.9 percent in 2022.

o Inflation decelerated sharply in 2020, largely because energy
prices declined when the demand for fuels plunged.
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« Inflation soared in 2021 and is expected to remain elevated for
several years.

e QOver the forecast period, there will be a number of factors that
will contribute to high inflation. The most prominent will be:

- Record levels of spending by consumers and government
agencies

- Fractures in the global supply chain that raise the cost of
production for many businesses

- Sharp increases in the cost of housing and energy

- Labor market recruitment challenges that force companies
to raise wages

e Combined, these factors will push inflation to its highest rates
in 30 years. Ultimately, it will reduce the purchasing power of
households and negatively impact consumer confidence, limiting
the growth potential of the economy in 2022.

* However, inflation will begin to decelerate as supply chains and
the labor force are restored by the second half of the forecast
period, eventually falling below 3 percent.

Home Prices and New Housing Production

¢ In 2020 the median home price in San Luis Obispo County was
$625,100.

¢ The median price increased by 6 percent 2020, which is slower
than the statewide average, and substantially slower than
neighboring Santa Barbara County, where prices increased by
24 percent.
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Home Price to Income Ratio
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¢ Home prices should rise between 9 percent and 11 percent in 2021.

¢ Even though home prices have increased in recent years, housing
affordability has improved. Interest rates in 2020 reached their
lowest point in generations, lowering monthly mortgage payments.

¢ In San Luis Obispo County, incomes have increased sharply. In
2020 the median family income rose to $97,000, which improved
housing affordability even further.

e From 2015 to 2020, an average of 925 new homes were started
per year in San Luis Obispo County. Approximately 70 percent
were single-family homes.

¢ Housing production is expected to average between 1,000 and
1,050 homes per year from 2021 to 2026, consisting primarily of
single-family homes.
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o Construction activity will be most prevalent in the City of San Luis
Obispo, where major projects include:

- Avila Ranch Project (720 units)
Righetti Ranch Project (304 units)
San Luis Ranch (281 units)

600 Tank Farm Project (280 units)
Bullock Ranch Project (192 units)
Noveno & Vintage Project (172 units)
Toscano Moresco (161 units)

Froom Ranch (130 units)

* Hotel development is expected to be prolific in Paso Robles:

Paso Robles Gateway Annexation (425 rooms)
Destino Hotel Resort (291 rooms)

Paso Vista Resort (226 rooms)

Hunter Ranch Golf Course Resort (200 rooms)
Marriott Residence Inn (128 rooms)
Homewood Suites (105 rooms)

Vina Robles Amphitheater & Hotel (80 rooms
Hotel Paso Robles (56 rooms)
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Economic Indicators 2015-2020 History, 2021-2050 Forecast

Taxable Total Real Real RGEL
House- Net New Homes  Registered  Personal Retail Taxable Industrial per Capita Unemployment Farm Inflation
Population  holds Migration Permitted Vehicles Income Sales REIEH Production Income Rate  Production Rate
(people) (thousands) (people) (homes) (thousands)  (billions) (billions) (billions) (billions) (dollars) (percent)  (billions) (percent)
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273,549 : b . $67,023
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274,929 $71,251
275,149 ‘ . $72,474
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272,679 b . $80,736
272,111 ! L : $81,447
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Socioeconomic Indicators
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